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Privatization of public-sector holdings have continued unabated in Argentina in recent weeks
as part of the concluding phase of the country's ambitious five-year-long privatization program.
Meanwhile, recent developments associated with newly privatized enterprises suggest that the
transition from a statist-oriented to a free market economy in Argentina is bound to include
unforseen problems and dimensions long after formal ownership of assets has changed hands.
On Oct. 31, a consortium of Italian, Uruguayan and Argentine firms formally took control of the
hydroelectric power plant Hidroelectrica del Sur, after having purchased a controlling 59% of the
shares of the company for US$14.2 million.
On the same day, the government also turned over to private hands the last port facility used for
grain exports and administered by the National Grain Board (Junta Nacional de Granos, JNG).
Following the transfer, the government formally dissolved the JNG, which for 50 years had exercised
state monopoly control over grain exports. On Nov. 9, Haroldo Grisante president of the national
mail and telegraph company (Correos y Telegrafos S.A., ENCOTESA) announced that the postal and
communications services provided by ENCOTESA would be turned over to private management
starting in February 1995.
However, privatization will be done in such a way as to avoid monopoly management of the
company. "We should not, nor are we going to, allow a privatization that brings about a new
type of monopolistic postal service," said Grisante. "This is exactly what we are trying to avoid."
Meanwhile, on Nov. 2 President Carlos Menem met with the ambassadors from Italy, Spain,
Belgium, Great Britain, and France, who requested the meeting at the behest of numerous European
firms that have taken over the operation of former public-sector services, including water, gas,
telecommunications, and electricity.
According to representatives from the foreign firms, the Argentine state continues to operate
a complex bureaucracy with controls and regulations that have made it exceedingly difficult to
operate newly privatized facilities. Following the meeting, Menem announced that his government
would "perfect the rules of the game," including making government regulation and oversight of
privately administered services "clearer and more precise," and promised that the new owners of
former state assets would receive the government's "complete support." Analysts have pointed to
the incident as an example of the types of problems that can be expected to emerge especially new
patterns of state-private sector relations as the phase of formal transfer of tens of billions of dollars
of assets from state to private hands throughout Latin America gives way to the next phase of the
consolidation and productive stabilization of these assets by private capital. Meanwhile, privatized
public services in Argentina have been bringing in robust profits for their new, mostly foreign,
owners.
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Telefonica Argentina, a subsidiary of the Spanish company Telefonica de Espana, for instance,
reported in mid- November that it had earned US$391.9 million in profits over the past year,
bringing the company's accumulated profits since privatization in 1991 to US$1.03 billion. For
its part, Aguas Argentinas, a water utility purchased last year by a French company, announced
that it would invest a hefty US$450 million between 1995-1998 in the construction of underground
aqueducts and relay stations to expand and improve water delivery to 2.5 million inhabitants of
Buenos Aires. In a highly significant but underreported development, at least US$98 million of the
US$450 million budgeted for the Aguas Argentinas expansion will come from the Inter-American
Development Bank (IDB).
The extension of IDB credit to a private European firm for infrastructural works in Latin America
is an entirely new development a sign, say observers, of the new role of regional and multinational
development institutions in the context of free market reform and neoliberalism. In the past, IDB
loans have been made only to states for financing state-sponsored infrastructure projects. The
IDB changed its policy in April, when it decided to start lending directly to private companies,
foreign or Latin American, for Latin American public works and services. "Our participation should
leverage more private-sector money, particularly long-term financing," said IDB spokeswoman
Nancy Birdsall, in explaining the policy change. "Our participation should provide some comfort
that governments would honor their promises to newly privatized enterprises."
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